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Summary

For decades, Quebeckers have laboured under
the promise that a prosperous economy and good
hard work would deliver greater benefits for all.

This groundbreaking study reveals the prom-
ise falls short of reality for the majority of Que-
bec families raising children under 18.

FIGURE I Quebec’s Earnings Gap

$180,000

Quebeckers worked more and the province’s
economy grew by 71% between 1976 and 2006
but not all Quebec families enjoyed the benefits.
The lion’s share of income gains went to the rich-
est 10%, while the bottom 70% ended up with a
smaller share of the economic pie.
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FIGURE Il Share of Earnings By Decile
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The richest half of Quebec’s families earn
more today than a generation ago, the bottom
half earn less. The further up the income ladder
you go, the more striking the gains. As a result,
the gap in earnings between the rich and the rest
of us is at a 30-year high in Quebec — tracking
lower than the national average but showing a
worrisome trend has been unfolding, even be-
fore the recession began.

Quebec’s income gap widened dramatically
in the 1980s and 1990s recessions as people lost
their jobs but it continued to widen at a surpris-
ingly rapid rate in the last 10 years, even as peo-
ple started working again. It widened despite the
fact that Quebec families raising children un-
der 18 worked more, not less. In fact, this study
shatters the myth that working more is enough
to bridge the gap.

Quebec families are working, on average,
321 hours more a year since 1996, which is the
equivalent of an extra eight weeks of full-time
work. Most of the increased work time has been
accrued by families in the bottom half of the in-

Decile 6

Decile7  Decile8 Decileg Decile1o

come spectrum. And, still, the majority of fami-
lies are having trouble getting ahead.

Families in the middle and lower end of the
income spectrum worked harder just to stay in
place. High unemployment left the majority of
families in the poorest 10% with no earned in-
come from the late-1970s to 2003. The rest of the
families in the bottom half of the income spec-
trum saw their earnings drop by 1% to 20% be-
low the earnings of families in the bottom half
a generation earlier.

In contrast, the top 50% of families experi-
enced higher earnings in comparison to their
predecessors — by only 5% for decile 6 but a
substantial 24% increase for the richest decile.
The richest 10% saw the biggest increase, by far,
of any other group of families raising children
over the past generation. In contrast, the richest
10% of families raising children were not putting
more time in the labour market. Households in
the top decile were working fewer weeks per year
than the richest 10% of households a generation
ago, and annual hours worked were roughly the
same in 2006 as in 1996.
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FIGURE Il Comparison of Median Earnings/Income’/After-Tax Income Between 1976-1979 and 2003-2006
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1 This category, before-tax income, that we use just for this table represents money from earnings and government transfers, before taxes are paid. For more

information, see the annexed glossary.

There is also growing concentration of earn-
ings at the top of Quebec’s income spectrum.
Looking at two historical nodal points —1976—
1979 and 2003-2006 — this study reveals the
share of total earnings flowing to the richest 30%
of families rose from 53% to 59%, but the share
claimed by the poorest 30% of families dropped
from 10% to 7%. The majority of Quebec fami-
lies — the bottom 70% — had to make do with a
smaller share of the income pie.

The recent recession threatens to make things
worse. As this study shows, income inequality
tends to get worse during times of recession,
when families at the bottom of the income spec-
trum have trouble getting a foothold into the
labour market. This analysis shows the heavy
toll recessions take on both middle- and low-
income families.

In fact, the recession of the early-1990s re-
duced incomes of the majority of Quebec fami-
lies and it took years for incomes to start rising
across all deciles. The richest 10% bounced back

Decile 5

Decile 6 Decile 7 Decile 8 Decile 9

first, enjoying a rise in their earnings as early as
1994; but for most Quebec families it took un-
til 1998 before their earnings started to rise too.
As the economy gained steam, working more
was not enough to close the gap. More work did
lead to more income for those in the bottom
half of the distribution, but the increase in work
time was not commensurate to the increase in
incomes. Because incomes at the top grew faster
than for any other group, the gap still widened.
What has offset the growing gap has not
been individual effort, but government policies.
The gap between the rich and the rest of us is
considerably smaller when measured in terms of
after-tax incomes, highlighting the role of trans-
fers and taxes and the ability of the government
to ensure that the citizens of Quebec experience
greater equality than the market alone would al-
low. At least 70% of Quebec families were better
off, thanks to the tax and transfer system.
Similarly, government policies have offset,
but not eliminated, the growing concentration
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TABLE | Percentage Difference of Median After-Tax Income,

Per Decile Comparison of the Periods 1976-1979 and 2003-2006

Decile Median 1976-1979 Median 2003-2006 Difference % difference between the periods
1 §16,349 H H $19,617 $3,2'é‘;3 .... 20.6;);
2 $28,483 $30,7834 $2,301 8.1%
3 $36,528 $37,902 $1,374 3.8%
4 $42,086 $44,260 $2,174 5.2%
5 $47.377 $50,814 $3,437 7:3%
6 $52,700 $57,961 $5,261 10.0%
7 $59,549 $65,913 $6,3634 10.7%
8 $68,271 $76,211 $7,940 11.6%
9 $79,429 $89,677 $10,248 12.9%
10 $104,089 $118,961 $14,872 14.3%

FIGURE Iv Difference in Population Distribution Based on the 1980
Earnings Deciles Between 1976-1979 and 2003-2006
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of income in the hands of the richest families.
Over the past three decades, the Quebec gov-
ernment’s intervention systematically reduced
income inequality within its borders, and did so
more effectively than Canada as a whole. Great-
er equality did not come at the expense of more
prosperity: families in all income groups saw

2003-2006

Difference

some improvement in after-tax incomes com-
pared to 30 years ago in Québec.

Though income inequality is getting worse in
Quebec, the situation remains more equal than
in the rest of Canada. Current policies, which
threaten to dismantle redistributions mecha-
nisms, could mar that track record.
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FIGURE v Differences in Population Distribution Based
on the 1980 After-Tax Income Deciles Between 1976-1979 and 2003-2006
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As well as becoming more unequal, Quebec
families are becoming increasingly polarized.

A strong and resilient middle class is the glue
that binds society. Technically, there is always
a middle class. The question is: does economic
prosperity grow the middle class?

In 1980 — before the 1981—1982 recession
hit — the middle 40% of families raising chil-
dren in Québec earned between $35,600 and
$68,800; 30% of the population earned less and
30% earned more. In after-tax terms, the middle
40% had incomes between $38,000 and $67,600.
(All figures are expressed in 2006 dollars). By
holding the definition of the middle constant,
we can see how many families fell into middle,
upper or lower income groups over time.

Tracking earnings, the number of families
in the middle class has fallen steadily over the
past three decades, going from about 42% of the
population in the late-1970s to 28% of the pop-
ulation in the recession of the 1990s. Though it
has rebounded since, by 2006 there were fewer
families in the middle than in 1980 (31% rather

2003-2006 Difference

than 40%). By 2006 Quebec’s middle class — de-
fined in the terms of a generation ago — was the
smallest income group. It was surpassed by the
lowest income group in 2003—2006, accounting
for 33% of Quebec’s families raising children (in-
stead of 30% in 1980).

Public policy has offset the hollowing out of
the middle but not avoided it. After taking into
account taxes and transfers, the middle had
shrunk to include only 34% of all Quebec fami-
lies, down from 40% in 1980. Much of this shift
has occurred in the past 10 years. Between 1976
and 1996, the middle class remained relatively
stable in after-tax income terms, representing
about 40% of the population throughout a 20-
year period that included two major recessions.
The last decade, however, saw a marked erosion
of the size of the middle class in Québec. Where
did they go?

There were slightly fewer families in the bot-
tom 30% of the income spectrum — down from
29% in 1976-1979 to 27% in 2003—2006. Mean-
while, the number of families in the upper in-
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come category grew, from 32% in 1976-1979 to
39% in 2003—2006.

Over the course of a generation, the economic
makeup of Quebec families has changed dramati-
cally in terms of income. The podium diagram,
which showed a dominant middle class in 1976,

has changed to a staircase diagram, in which the
upper class is dominant.

Quebec’s middle — the conveyor of ideas, so-
cial norms and cultural expectations —is get-
ting squeezed, and that’s not good for any of us.
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CHAPTER 1

Introduction

In March 2007, the Canadian Centre for Policy
Alternatives (ccpPA)! showed that income ine-
quality between the rich and the rest of us were
at their highest level in 30 years, all across Can-
ada. That finding was confirmed in May 2008>
by a Statistics Canada study of income inequal-
ity and reinforced in June 2008 by a Statistics
Canada study?® on changes in family wealth*.

In this research report, we look at Quebec’s
situation with respect to the change in families
by deciles* divided into lower, middle and up-
per income groups®, between 1976 and 2006. We
will attempt to analyze the change in and deter-
minants of the gap between Quebec’s rich and
poor from a long-term perspective.

Since the 1980s, the dominant neo-liberal dis-
course has depicted economic growth as a guar-
antee of prosperity for all citizens. According to
thatlogic, the more wealth a society accumulates,
the more that wealth is redistributed, through
the market, for the greater benefit of society as
a whole®. Again according to the dominant dis-
course of economists and other experts of the
economic right, income inequalities reflect the
additional effort put into skill development and
work by those who are the most well-off. Time

worked should then be an indicator of access
to wealth. In other words, you supposedly just
have to work harder to earn more. This logic sug-
gests poor people are poor essentially through a
lack of will. The next few pages demonstrate, by
means of the Quebec experience, the false na-
ture of this discourse.

Interpreting the evolution of the gap between
the rich and the rest of us requires a rigorous
analysis of the economic landscape. We will first
address the issue of methodology. The rest of the
study is divided into eight sections. We will de-
scribe Quebec’s socio-economic context over the
past 30 years and then construct an economic
profile of families, assess the distribution of in-
comes (both earned and after-tax), identify the
change in this distribution and connect it with
changes in the world of work. Lastly, we will
identify the government’s role in this dynamic
and attempt to better understand the changing
economic parameters specific to Quebec. The
findings indicate that the market itself contrib-
utes to an unequal sharing of income and wealth,
helping to widen, rather than narrow, the gap
between the rich and the rest of us in Quebec.
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CHAPTER 2

Methodology

The data used in this study comes mainly from
two Statistics Canada surveys”. The Consumer
Finance Survey (CES) covers the years 1976 to
1996, and the Survey of Labour Income Dynamics
(sL1D) completes our data up to 2006. Although
their collection methods differ slightly, the in-
formation obtained through these studies inter-
sects and enables comparisons over long periods®.
This study of trends in income distribution
focuses on the economic profile of families with
children. Historically, these types of households
experience the fewest fluctuations in income over
time, making them the most reliable to study.
Moreover, families raising children are the basic
building block of society and provide a conserva-
tive measurement for assessing income gaps in
Quebec. We compare two periods that are similar
in terms of sustained economic growth, namely
1976-1979 and 2003—2006, which will shed some
light on the changing gap between the rich and
the rest of us over the past 30 years in Quebec.
This study does not examine the mobility of
families between deciles, since individual fami-
lies were not tracked independently over time.
Rather, the data helps identify changes in earn-
ings or after-tax income for each decile. In other

words, the poorest 10% of families are not neces-
sarily the same ones from year to year: it may be
that some families “escape” from poverty, while
others fall into it. This study helps us identify the
differences in the amount and share of income
attributed to a decile and to see if the poorest
Quebeckers in a given period of time are more or
less well-off than those in another period of time.

With the population divided into income
deciles, we reassemble them into three specific
groups: lower deciles, middle deciles and upper
deciles®. The lower deciles include deciles 1 to 3:
the 30% of the population with the least income.
The middle deciles, 4 to 7, make up the middle
40% of the population. The remaining deciles (8
to 10) make up the families with the most income
in Quebec. It is important to note that our divi-
sion is based solely on income available to the
families, not on their actual needs or their prop-
erty or financial assets. In fact, our figures make
no distinction as to the number of individuals in
each family or what they own. Unless otherwise
indicated, the data refer to households with at
least one adult and one child aged 18 or younger.

For a more accurate picture of the situa-
tion, most of the analysis was done using medi-
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an (rather than average) after-tax earnings and
income. By focussing on the mid-point of each
decile or group of deciles, this enables us to re-
duce the impact of extreme cases, which tend to
skew the findings and make annual fluctuations
more volatile. For example, with the first decile,
some families show nil or negative earnings due
to unemployment or expenses being higher than
income (for self-employed workers, for example),
whereas others show earnings of up to $12,247 in
2006. The mean reflects these extremes, while

the median gives the mid-point of the decile,
which shows less variance. That gives us a more
accurate picture, knowing that 50% of the target
population earns more and 50% earns less than
the amount obtained.

Unless otherwise indicated, all amounts are
expressed in constant 2006 dollars. This makes
it possible to effectively compare the amounts
available for consumption, by controlling for
fluctuations resulting from inflation.

WHO IS GETTING RICHER, WHO IS GETTING POORER: QUEBEC 1976-2006
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CHAPTER 3

Quebec’s Economic Context'™

To paint an accurate picture of the income gap
between Quebec’s rich and poor families, it is
crucial to first look at the province’s economic
context. GDP" is the most widely used indicator
for assessing a nation’s economic activity. This
method of quantifying wealth creation helps
us determine whether there is a trend towards
an overall improvement in the wealth of Que-
bec society.

Like GDP, the unemployment rate is a sum-
mary but important indicator of the status of
the working world. According to the dominant
discourse, the lower the unemployment rate, the
more wealth society should create and therefore
become wealthier overall. A period of prosper-
ity is characterized by a low unemployment rate
and increasing GDP.

This section assesses GDP and the unemploy-
ment rate trends in Quebec to obtain an over-
all picture of Quebec’s economy according to
what are often seen as indicators of a society’s
economic health.

3.1 Gross domestic product (GDP)*

Between 1981 and 2007, Quebec’s economy ex-
perienced only two declines in GDP, during the
recessions of 1981-1982 and 1990-1992 (see Fig-
ure 3.1). Overall however, Quebec’s GDP, in 2002
constant dollars, rose from $155 billion in 1981
to $265 billion in 2007, a 71.3% increase over 26
years. Thus, Quebec produced over $110 billion
more per year in goods and services than in 1981.

Per capita GDP is a simple measurement that
helps determine whether the GDP increase is real
or solely due to a population increase. If a na-
tion’s GDP increases only because of a popula-
tion increase, we should see a drop in per capita
GDP. In Quebec’s case, the increase in per capita
GDP between 1981 and 2007 rose from $23,704
to $34,527 (in 2002 constant dollars). Figure 3.2
shows that change.

Calculated in 2002 dollars, per capita Gpp
rose from $23,704 in 1981 to $34,527 in 2007, an
increase of 45.7%. This significant increase in per
capita GDP shows that the Quebec economy is
doing better than in 1976. This study will try to
determine whether that improvement applies to
the entire population.

WHO IS GETTING RICHER, WHO IS GETTING POORER: QUEBEC 1976-2006



FIGURE 3.1 Change in Quebec GDP in Millions of (2002 Chained) Dollars™

$282,000
$262,000 s
$242,000 /
$222,000 /
$202,000 /
$182,000 SN /
$162,000 /

~—

$142,000

1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007

FIGURE 3.2 Per Capita GDP in Quebec in 2002 Chained Dollars™

$36,000
$34,000

$32,000 /
$30,000 /

$28,000 /

$26,000 /\ /

/ N————
$24,000
A

$22,000

1981 1983 1985 1987 1989 1991 1993 1995 1997 1999 2001 2003 2005 2007

$20,000

3.2 Unemployment rate 1988 and 1989 to 2000. In both cases, major in-

) creases spanning several years were followed
The unemployment rate in Quebec appears to .
. . i by pronounced drops. The province’s highest
have been following a cyclical trend since 1976. . .
] ) unemployment rate occurred in 1983, reaching
Two major periods stand out, namely 1976 to
14.2%. Ten years later, another peak was reached
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FIGURE 3.3 Unemployment Rate in Quebec From 1976 to 2008
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at 13.3%. The unemployment rate then dropped  lowest historical level, 7.2% since 1976. The years
until 2000 and stayed between 8.3% and 9%, the 1983 and 1993 proved to be the historic “val-
lowest rates since 1976. In 2007 and 2008, it lev-  leys”, where the unemployment rate reached a
elled off at 7.2%, which is nearly half the highest =~ maximum.
rate reached earlier. Given that 4% is usually seen During the 1980s, Quebec experienced its
as the “full employment” rate, it is clear that we  lowest employment rate during the recession.
are in 2008 far from full employment. The unemployment rate at that time went from

GDP and the unemployment rate trends iden- ~ 8.7% to 14.2%. The subsequent increase in GDP
tify key economic cycles in Quebec. When the  is reflected by a drop in the unemployment rate
former increases significantly, the latter tendsto  to a low of 9.5% in 1988.
drop*. An increase in production would there- Between 1989 and 1993, Quebec was hit by
fore promote job creation. It follows, then, that  another recession. The unemployment rate ex-
periods of economic growth should coincide ceeded 13% in 1993. Starting in 1994, despite a
with a drop in the unemployment rate and by  few slack periods (1996, 2001—2003), the Que-
extension, a reduction in income inequalities  bec economy has been growing steadily. The
among families. economic recovery since 1994 resulted in an in-

Looking at the GDP growth rate and unem-  crease in employment and GDP, which is reflect-
ployment rate curves, it is possible to see two  ed in a gradual drop in the unemployment rate
distinct periods, namely 1976 to 1989 (the 1980s)  until reaching its lowest level in 30 years, 7.2%.
and 1990 to 2005 (the 1990s). According to em-  That is to say that the economic situation from
ployment insurance data, 1976, 1989, 1990 and 1993 to 2007 was one of growth. We can there-
2005 are employment “peaks” since unemploy-  fore hypothesize that these periods of prosper-
ment was at its lowest then. The unemployment ity in Quebec must have resulted in a collective
rate continues to drop and in 2007, reaches its  increase in income, reflected by, among other
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FIGURE 3.4 Change in Unemployment Rates and GDP Growth Rates From 1976 to 2006
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things, a closing of the gap between the rich and
the poor. This is what the next few pages will at-
tempt to ascertain.

The increase in GDP and job creation since
1993 helped increase government revenues. Rev-
enue from Quebec taxation for 20052006 is as-
sessed at $55.4 billion*, a gradual increase since
1995-1996. The Quebec government considered

1990 1992 1994 1996 1998 2000 2002 2004

the province’s economy to be prosperous enough
to allow its revenues to drop by providing cuts
in personal income tax of $7.6 billion between
2000 and 2005. As indicated in a prior paper from
the 1r1s, that drop in tax levies by the govern-
ment disproportionately benefitted the most af-
fluent people, at the expense of public services".
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CHAPTER 4

Current Situation of Families

We will now focus on the status of Quebec fami-
lies with children under 18 in 2006.

Table 4.1 shows the minimum and maximum
amounts of each decile, in terms of employment
earnings*. When the annual earnings of Quebec
families are divided into deciles, the 10% of fami-
lies with the lowest earnings earn less than $12,247
ayear. As for families with children in decile 10,
they had annual earnings of over $131,060, which
is at least ten times the maximum earnings of
families in the first decile.

Figure 4.1 illustrates the breakdown of me-
dian annual earnings of families with children
in 2006. The median earnings of decile 1, which
is the poorest, is $1,589. In other words, 5% of
Quebec families earn less than that amount per
year. Recall that the families in the first decile
include families who had no employment earn-

ings (unemployed) and those who had negative
earnings, for example, a self-employed worker
who incurred losses. The median earnings of
families making up the richest decile is $158,280,
which is nearly 100 times that of families in the
first decile.

The median earnings of all Quebec families
is $52,155, whereas mean* earnings is $62,4.28.
The resulting gap, over $10,300 a year, shows
that it is the richest deciles that affect the mean
by pulling it upwards. In addition, this gap wid-
ened between 1997 and 2005. Between 1976 and
1997, the mean of the differences between me-
dian earnings and average earnings was $6,575,
whereas that mean has been $10,500 since 1997.
In other words, since 1997, the incomes of the
richest deciles have been growing more quickly

Breakdown of the Deciles in Quebec By Earnings * (In 2006 Constant $)

1 2 3 4 5 6 7 8 9 10
o . 12248 . 22615 . 34482 . 43804 . 54590 . 66207 . 79185 . 97042 131060
12,247 22,614 34,481 43,803 54,589 66,206 79,184 97,041 131,059
12,247 10,366 11,866 9,321 10,785 11,616 12,977 17,856 34,017
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FIGURE 4.1 Median* Annual Earnings in 2006 for Quebec Families
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TABLE 4.2 Division of the Deciles in Quebec By After-Tax Income* (In 2006 Constant $)

Decile 1 2 3

5 6 7 8

Average

10

From o)
To 28,368
28,368

28,369
37,854
9,485

37,855
42,739

Spread 4,884

than the middle and lower deciles, where the
least well-off families are stuck.

Including government transfers, the first decile
has an after-tax income of less than $28,368. Fam-
ilies whose after-tax income exceeds $105,604
are the richest 10% in Quebec*.

Government assistance in the form of trans-
fers improves the median available income for
nearly two-thirds (60%) of families (deciles 1 to
6) through, among other things®, taxes on the
earnings of families in the upper deciles. The
first decile increased its income by more than
13.6 times. This is the largest improvement of all
the deciles. This increase is due to the very low
amount of earnings prior to that assistance. The
various transfers and income received through
the income redistribution programs enable fami-

42,740
49,735
6,995

56,225 65,185
73,388

8,203

49,736 73,389
56,224 83,372
6,488 9,983

65,184
8,959

lies in the first decile to greatly improve their ini-
tial income, but these amounts are often barely
enough to buy the absolute necessities. In terms
of decline, the most significant reduction in in-
come affects decile 10, whose median earnings
dropped by over a fifth (21.3%). Redistribution
has a bigger impact for those on the receiving
end (between a 5.9% and 1,264.3% increase in in-
comes for the lower-income deciles who are net
beneficiaries of transfers) than when it is given
(between 5.2% and 21.3% decrease in incomes
for those at the top of the income spectrum). It
is primarily deciles 1 to 5 that benefit from re-
distribution, whereas deciles 7 to 10 lose part of
their earnings in the redistribution.

Once incomes are calculated after tax and
transfers, the median income of the richest
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FIGURE 4.2 Median Annual After-Tax Income in Quebec For Families In 2006
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TABLE 4.3 Difference Between Earnings and After-Tax Income in Quebec For Families in 2006
(In 2006 Constant $)
Decile 1 2 3 4 5 6 7 8 9 10
Median Earnings 1,589 17,465 29,898 38,678 49,720 60,119 72,179 86,853 109,503 158,286
Median After-Tax Income 21,678 32,241 39,702 45,914 52,630 60,237 68,424 77370 92,834 124,568
Difference 20,089 14,776 9,804 7,236 2,910 118  -3,755 -9,483 -16,669 -33,712
decile is 5.75 times higher than that of the poor-  through redistribution. Decile 6 remained sta-
est decile. This is a much lower ratio than the  ble, while deciles 7 to 10 show after-tax incomes
rich/poor ratio for median earnings before re-  lower than their earnings, though many of these
distribution. For Quebec families, government  families also benefited from transfers. The last
intervention significantly reduces the inequali-  decile is the one that contributed the most to
ties created by the market. government revenues, while still enjoying avail-
Table 4.3 shows us that deciles 1 to 5 benefit ~ able income that is significantly higher than the
the most from the combination of government tax  other deciles. For Quebec families, government
and transfer actions. -. The lower the decile onthe  redistribution helps reduce the gap between rich
scale, the more its economic profile is improved  and poor fuelled by the market.
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CHAPTER §

Gini Coefhicient*

We saw that, in 2006, employment was at its
highest peak in at least 30 years and GbP was in
a period of steady growth. In other words, if we
are to believe the dominant discourse, income in-
equalities should be less significant than at other
times. In this chapter, we will use the Gini coeffi-
cient, a widely used statistical measure, to high-
light the impact of increasing economic growth
on the Quebec population during the reference
period (1976—2006). This instrument is used spe-
cifically to calculate economic inequality within
a population. The Gini coefficient scale ranges
from o to 1. The closer the result is to 1, the more
unequal is the distribution. A result closer to o
indicates a more equal distribution. In view of
the wealth creation seen over the past 30 years,
neo-liberal economics would suggest a drop in
this coefficient, or stability at least.

By applying the Gini coefficient to economic
families — families with or without children, we
see a less equal distribution of wealth in 2006
than in 1976 among families where the head of
household is under age 65. In 1977, the coeffi-
cient showed the best score in terms of earn-
ings, a low of 0.315. The increase in inequality
due to the recession in the 1990s was not offset

in the subsequent period. Instead we see an in-
crease in income inequality. In 2006, the Gini
coefficient was 0.347 for earnings and o.300 for
after-tax income.

For Quebec’s population as a whole, the Gini
coeflicient for after-tax income was even higher,
around 0.375 in 2006, compared to 0.353 in 1976>°.

Figure 5.2 shows a 30-year high in 2006, evi-
dence of growing income inequality. In spite of
the fluctuations, the Gini coefficient has con-
tinued to increase since 1976 in Quebec. Yet the
situation remains more equal than in the rest
of Canada, where the Gini coefficient for 2006
was 0.392 (after-tax income)*'. Despite a drop in
the unemployment rate and a rise in GDP over
the past 10 years, income inequality in Quebec
and in the rest of Canada was worse in 2006
than in 1976.

A progressive income tax system allows for a
certain amount of income redistribution. When
the Gini coefficient measures just market earn-
ings, it is significantly higher than when it is
calculated after government transfers, for both
individuals and families. Government action mit-
igates income inequalities. In the second half of
the 1990s, despite a steadily increasing Gpp and
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FIGURE 5.1 Gini Coefficient For Quebec’s Economic Families With Head of Household Under 65,
Based On Earnings and After-Tax Income, From 1976 to 20062
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FIGURE 5.2 Gini Coefficient For All Quebec Residents, From 1976 to 2006
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adrop in the unemployment rate, the Gini coef-  ade Quebec, like the rest of the country, experi-
ficient continued to climb for individuals as well ~ enced its greatest growth in income inequality
as families. Then, during the most recent dec-  since 1976 for the population as a whole, despite

a concurrent period of strong economic growth.
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FIGURE 5.3 Gini Coefficient For Quebec Compared to the Canadian Average For Families*+
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Quebec was doing well overall. In 2006, the  inequality is smaller in Quebec than in Canada
unemployment rate was at its lowest level in over ~ for families with two or more members. Since
30 years. The province had never been as rich, 1988, the Gini coefficient for Quebec families
and growth was stable at around 2%. Yet we see ~ with two or more members has been lower than
the Gini coefficient continue to rise, which isevi-  for Canada®.
dence that income inequality is not decreasing. For after-tax income, since 1977, the Gini co-
On several occasions, for example when thereis  efficient has been systematically higher for Can-
anotable increase in GDP, this coefficient drops  ada than for Quebec. In other words, the Quebec
somewhat, but it is the upward trend thatisthe  government’s intervention systematically reduces
most enduring. Neither the strength nor the size  income inequality within its borders, and does
of the economy guarantees better income redis-  so more effectively than does Canada as a whole.
tribution or reduced poverty.

A comparative review of the Gini coefficients
for Canada and Quebec demonstrate that income
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CHAPTER 6

Gap Between the Richest and the Poorest

One way to measure income inequality between
the rich and the poor is to calculate the ratio be-
tween the average after-tax incomes of the first
and last deciles. Projected over several years, the
change in this ratio shows the changing gap in
income after government transfers and taxes
between the richest and the poorest families in
our society. The higher the ratio, the greater the
income inequality.

In Figure 6.1, the ratio is calculated as a per-
centage, measuring the relationship between the
average after-tax income of the last and richest
decile versus the average after-tax income of the
first and poorest decile. That ratio oscillated in
alternating years, which reflects, among other
things, the use of large and smaller sample siz-
es in alternating years by Statistics Canada. The
smaller the sample size, the more variability in
the tails of the distribution. By drawing a trend
line, we even out those variations, giving us a
better view of the change in the relationship be-
tween the richest and the poorest families. De-
spite annual fluctuations, the ratio between the
average after-tax income of the richest and poor-
est deciles remained relatively stable at around
725% until the 1990s. The greatest change was

an increase starting in the early-1990s, while
the ratio was at its lowest, and seemed to stabi-
lize in the early-2000s at its highest trend level
in 30 years. The average income of the richest
decile is between 751% and 800% of what it is for
the poorest decile, with a mean of 769%. How-
ever, employment growth and a stronger econ-
omy since 1996 led to a generalized increase in
incomes for all deciles, resulting in a drop in
the ratio by 2006, so that the average after-tax
income of the richest decile fell to 690% of the
average income in the poorest decile. Although
that figure is meaningful and tends to indicate
a shrinking gap between the rich and the poor,
the almost constant fluctuations of the past few
years makes it difficult to predict the change in
the ratio, particularly given the economic crisis
of 2008—20009.

Since the first decile involves relatively vola-
tile numbers, we tried to paint a more accurate
picture by comparing the poorest deciles (1 to 3)
to the richest decile. That picture is completely
different.

A long, slow increase appears from 1978 to
1997. So the average after-tax income of the rich-
est decile goes from 405% to 509% of the aver-
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FIGURE 6.1 Ratio Between the Average After-Tax Incomes? of the Richest Decile and Poorest Decile
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FIGURE 6.2 Ratio Between the Average After-Tax Incomes of the Richest Decile and the Three Poorest Deciles
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age of the three poorest deciles. To reduce the
variations between years, we inserted a trend
curve into the graph. We can more clearly see
the steady rise in the ratio, which varies much
less in the past few years, but since the ratio is

at a much higher level, there is nothing to cel-
ebrate. The poorest deciles are not in the proc-
ess of closing the income gap, even after taxes.
As we saw, the poorest decile is doing somewhat
better, but that improvement is not occurring in
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FIGURE 6.3 Median Earnings Per Decile in 2006 Constant Dollars
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the other lower deciles. The financial support al-
lotted by tax and government transfers goes pri-
marily to the least well-off — the poorest 10% of
families — but neglects the others, allowing the
gap between the richest and poorest to widen.

For a different view of the economic situa-
tion of Quebec families, we graphed the medi-
an earnings of each decile from 1976 to 2006. A
society that truly becomes wealthier would see
all deciles increase equally. However, a widen-
ing gap is clearly seen between the richest decile
and the rest of the population. That gap increas-
es appreciably starting in 1996. Moreover, a dis-
tinction clearly appears between deciles 1 to 5
and the others. In 2006, families in the bottom
half of the distribution had lower median earn-
ings than their counterparts in 1976, while the
opposite is true for the upper half of the distri-
bution, deciles 6 to 10.

Figure 6.3 clearly shows that the distance be-
tween the deciles has increased over time. The
10th decile, which represents the median earn-
ings of the richest 10% of families, maintained a
modest gap with the o' decile —a gap that has

1978 1980 1982 1984 1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006

expanded over the past few years. Although the
median earnings increased for all deciles after
1996, it did so especially for the deciles at both
ends of the spectrum. Disregarding the first
decile, which includes all the unemployed (with
median earnings in 1996 and 1997 of $0), it is
the second decile that experienced the greatest
increase in earned income, followed by deciles
3 and 10. During that time, the middle deciles
also saw their earnings rise, but much less sig-
nificantly, nearly half of the percentage shown
by the second and the last deciles.

Therefore, while some deciles saw important
increases to their incomes, others earned less than
they did 30 years ago. To illustrate these differ-
ences, the spread between the median earnings®
of the periods 1976-1979 and 2003—2006 was
calculated for each decile in Figure 6.4. Recall
that we used the median rather than the mean,
which avoids the most extreme data, particularly
from the richest and poorest deciles. The result
is unequivocal.

The four lower deciles (2 to 5) saw their earn-
ings drop by 1% to 20% over the course of a gen-
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FIGURE 6.4 Per Decile Differences Between the Median Earnings of 1976-1979 and 2003-2006%
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eration. The upper deciles (6 to 10) increased
their earnings from slightly (5% for decile 6) to
substantially (24% for decile 10). The differenc-
es were gradual. We note that the second decile
(since the first is excluded) is the one that expe-
rienced the biggest drop in income and the last
decile is the one that enjoyed the biggest increase
in income. Not only is the percentage increase
of the richest decile the highest, it is also near-
ly twice as large as the increase in incomes for
families in decile 9.

Even though the decreases and increases are
not exactly proportional, the graph shows surpris-

Decile 5

Decile 6 Decile 7 Decile 8 Decile 9

ing, confounding symmetry. Since it is earnings
in constant, not current, dollars that are com-
pared, there is no rationale that could account
for such symmetry. The decreases of some deciles
are not offset by increases in others. Moreover,
as we will see in the chapter on the distribu-
tion of working time (Chapter 9), there appears
to be a lack of consistency when these data are
matched with the increase in hours worked. The
share of income divided among the families in
the lower deciles is reduced while the richest
families benefit from redistribution, solely due
to market outcomes.

WHO IS GETTING RICHER, WHO IS GETTING POORER: QUEBEC 1976-2006

Decile 10

27



28

CHAPITRE 7

Share of Earnings and Income

Since this study focuses on the issue of income
inequality, we compared the share of earnings
of the three groups of deciles over two four-year
periods, 1976 to 1979 and 2003 to 2006. This en-
ables us to see changes in the distribution of in-
come between income groups over the past 30
years. A decreasing gap between the rich and the
poor in a society should normally reflect a more
equal distribution of income among them. For
income distribution to be more equal, the low-
er deciles would need to have a greater share of
total incomes in 2003—2006 than in 1976-1979.

Figure 7.1 clearly shows that both the lower
and middle groups of deciles saw their share of
earnings drop by 3%. Correspondingly, the up-
per deciles increased their share of earnings by
6%. Not only did the richest third of families
(30%) see their share of total income increase,
but by isolating decile 10, the one with the rich-
est families, we see that it alone increased its
share of total income by 5%, accounting for al-
most all the growth in the share of earnings for
those at the top of the income spectrum. The
distribution of total earnings among Quebec
families is increasingly unequal, with the three
upper deciles (primarily the richest) having an

increasingly larger share of the income at the ex-
pense of the other deciles, including the middle
deciles. This concentration of earnings among
families in the richest decile reduces the share
of earnings going to everyone else. Although the
overall rise in earnings puts more income into
circulation, the distribution of it is still unequal,
even increasingly so.

Figure 7.2 details these changes decile by decile
and makes it easier to distinguish those deciles
that became richer from those that became poor-
er in terms of earnings. We clearly see that the
increase in income is mostly limited to the last
decile, the one with Quebec’s richest families. In
contrast, no decile outside of the upper groups
shows a greater share of earnings in 2003—2006
than in 1976-1979. Although society has more
wealth in general (indicated by the rise in GDP),
that wealth is not distributed uniformly, nor pro-
portionally to past earnings. Left on its own, the
market therefore tends to concentrate the in-
come gains among the upper deciles — families
that already have the most income.

We now conduct the same comparative exer-
cise, this time using income after tax and trans-
fers. In Figure 7.3, total after-tax income is bro-
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FIGURE 7.1 Share of Total Earnings Per Decile (Comparison of 1976-1979 and 2003-2006)
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FIGURE 7.2 Share of Total Earnings By Decile (Comparison of 1976-1979 and 2003-2006)
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ken down by decile in order to analyze how it is Not only do we see greater stability in the

distributed across the population; in other words  percentages between the two periods, but also a
the share of total after-tax income held by each  distribution that, compared to earnings, shows a
decile after accounting for transfers and tax. reduced gap between the richest families (upper

deciles) and the poorest families (lower deciles).
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FIGURE 7.3 Share of Total After-Tax Income By Decile (Comparison of 1976-1979 and 2003-2006)
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While the richest decile had almost 30% more of
total earnings than the poorest decile, the spread
fell to less than 20% for after-tax income. The
changes over 30 years are much less significant.
Only decile 10, the richest group, shows a vari-
ation of over 1% between the two periods. It is
also the only decile, along with decile 1, to expe-
rience an increase in its share of total after-tax
income. We therefore see a degree of stability
from one period to the next, despite the slight
drops experienced by most of the deciles. How-
ever, note that the upper decile stands apart yet
again, experiencing the greatest income gains.
Admittedly, government intervention re-
duces income inequality among families, but
in particular it reduces the unequal trends in
market income distribution. The lower deciles,
which experienced a significant erosion of earn-
ing power, stabilized their after-tax incomes due
to government action. However, even after that
intervention, the upper deciles continue to in-

Decile 6 Decile 7

Decile 8 Decileg  Decile 10

crease their share of total income at the expense
of the middle deciles. In other words, left to the
market, the change in earnings increased the
income gap between the richest and the poor-
est, while transfer and taxation policies helped
stabilize the share of the income in the middle
deciles and the poorest groups, while the rich-
est group increased their income share between
1976—1979 and 2003—2006.

Comparing the change in earnings to the
change in after-tax income shows a considerable
reduction in income inequality between families
through government transfers and the taxation
system. However, it is important to note that in-
come distribution has not become more equita-
ble in recent years. Although government inter-
vention helps reduce the gap between the rich
and the poor, that gap has continued to widen
year after year ever since the tax redistribution
mechanisms started being dismantled.
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CHAPITRE &

Government Involvement In Reducing
the Gap Between Rich and Poor

In this chapter, we focus on the impact of tax
measures and government transfers on the in-
come of Quebec families. As we previously not-
ed, the market is the dynamic that widens the
income gap between the families in the richest
and the poorest deciles. Government redistribu-
tion mechanisms reduce that impact.

Table 8.1 shows the absolute gap (in 2006
constant dollars) and proportional gap (in per-
centage) between median after-tax* incomes

for 1976—1979 and 2003—2006. Even though the
median after-tax income of all deciles increased
between 1976—1979 and 2003—2006 by a percent-
age ranging from 3.8% (third decile) to 20.0%
(first decile), the differences vary considerably
depending on the economic level of the deciles.
The increase for the first decile is an exception.
As a percentage, its after-tax median income
increased the most — the only lower decile to
experience a more rapid income increase than

TABLE 8.1 Percentage Difference of Median After-Tax Income,
Per Decile Comparison of the Periods 1976 to 1979 and 2003 to 2006

Decile Median 1976-1979 Median 2003-2006 Difference % difference between the periods
1 e ° §16,349 ,,,,,,,,,,,,,,,,,,,,, $19,61} $3,268 ............................................................................ 20’0%
2 $28,483 $30,784 $2,301 8,1%
3 $36,528 $37,902 $1,374 3,8%
4 $42,086 $44,260 $2,174 5,2%
5 $47,377 $50,814 $3,437 7:3%
6 $52,700 $57,961 $5,261 10,0%
7 $59,549 $65,913 $6,364 10,7%
8 $68,271 $76,211 $7,940 11,6%
9 $79,429 $89,677 $10,248 12,9%
10 $104,089 $118,961 $14,872 14,3%
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FIGURE 8.1 Comparison of Median Earnings/Income32/After-Tax Income Between 1976-1979 and 2003-2006
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the upper deciles. To put that in perspective, the
poorest decile had a considerable gap to close,
being located below the low-income cut-off for
a two-person family®. It is the Quebec and Ca-
nadian governments’ intervention®, through
transfer measures, that enables many families
in the first deciles to get out of that precarious
state. The very principle of income redistribu-
tion is to increase the standard of living of the
poorest individuals and families, with the aim of
enabling everyone to live in comparative dignity.
Though the income increases affect all deciles,
they are not consistent across the economic cat-
egories. It is the upper deciles whose incomes in-
crease the most, not just in absolute terms but
in relative terms as well. Thus, that gap can only
widen, with the rich becoming decidedly richer
from year to year.

The difference seen between the earnings
of the various deciles during the 1976—1979 and
2003—2006 periods presents a rather negative
picture of the changing income gap between the
rich and the poor. Yet that picture is more en-
couraging if we use before- and after-tax income

Decile 6

Decile 7 Decile 8 Decile 9 Decile 10

as the comparator. Once again, for the sake of
thoroughness, the first decile was not considered
because of zero values for earnings at the medi-
an level for many years between 1976 and 2006,
an indication of high levels of unemployment.

The second decile is the one whose status
improves the most, going from a 20% drop in
earnings to an increase in after-tax income of
nearly 8%. The other lower deciles (2 to 4) also
saw their earnings drop greatly, but their after-
tax income remained relatively stable despite
slight variations. Decile 10 still shows the most
significant improvement, whether earnings or
after-tax income. With after-tax income, the
rate of growth for the last three deciles (8 to 10)
is relatively similar, especially compared to the
significant differences in rates of growth for
earnings of those same deciles.

Figure 8.1 clearly shows the impact of the re-
distribution measures implemented by govern-
ment. Without reducing the gap between rich
and poor, the various redistribution mechanisms
have greatly mitigated the impacts of decreased
earnings for the families in deciles 1 to 5 over the
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FIGURE 8.2 Median After-Tax Income Per Decile
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past 30 years. Through government transfers
and progressive income tax systems, no decile
had lower after-tax incomes in the 2003—2006
period compared to the 1976-1979 period. The
after-tax income of the 40% richest families in-
creased less rapidly than their before-tax income
or their earnings, but they still continued to see
their income increase more quickly than those
in the lowest deciles. The median after-tax in-
come of families in the upper deciles increased
much faster than that of the families in the poor-
est deciles during the same time period, despite
government redistribution. Although income
transfer mechanisms reduce the gaps between
the upper and lower deciles, that improvement
does not offset the gap that continues to widen
between rich and poor families.

As with earnings, the median after-tax in-
come of the richest decile increased consid-
erably over the past few years. We see greater
stability in after-tax income differentials be-
tween the deciles than we did with earnings,
even though the past 10 years show a widening
gap, illustrated by increasing distance between

the income curves. Government intervention in
the economy, particularly through transfers and
tax, helped reduce the impacts of economic cri-
ses on families. We also note that, despite these
redistribution policies, economic crises still hit
the poorest deciles the hardest. We see that the
gap still widened between families in the upper
deciles and those in the lower deciles, although
it is not as pronounced as when income distri-
bution is left to the market alone.

After-tax incomes in 1976 and 2006 were rel-
atively similar for families in all deciles, except
for those in the upper deciles, where incomes are
much higher than 30 years ago. Between these
two reference years, it is possible to see several
periods of variation. From 1976 to 1983, a wide-
spread drop in incomes took place at the same
time as the recession. The poorest families, i.e.
those in the lower deciles, felt the impacts of the
economic slowdown much longer than the oth-
ers. Their median income continued to drop for
one year more than for the upper deciles. The fol-
lowing period was relatively stable, with a slight
increase for all deciles until 1991. The recession
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of the early-1990s reduced the median income
of all families. In 1998, the median income of
all deciles started to increase. As for the richest
decile, income started to rise starting in 1994,
and grew more rapidly than the other deciles.
As we saw in section 6, the gap between the up-
per decile and the lower deciles, i.e. between the
10% richest and the 30% poorest, has increased
considerably over the past 20 years. The depic-
tion of median after-tax income in Figure 8.2
shows an increasing distance between these in-
come groups, especially over the past few years.
In other words, the incomes of the most well-off
families are growing most rapidly. Time did not
reduce the gap between the rich and the poor;
it widened it, despite an increase in everyone’s
income.

Through the redistribution mechanisms of
taxation and government transfers, the families
who are the least well-off saw their situation im-

prove slightly compared to 1976. With the upper
deciles, earnings increased much faster than after-
tax income. The fact remains that the top decile
benefited most, regardless of the way income is
examined. When comparing median after-tax
incomes over time, the increase of the top decile
appeared to accelerate relatively recently, starting
from the mid-1990s, which is immediately after
the 1990—91 recession. The economic upswing
was especially beneficial for the richest decile®.

The government’s role is essential since, with-
out its intervention, the families in deciles 1 to
5 would have incomes lower than 30 years ago.
Moreover, it is false to claim that a focus on re-
distribution economically disadvantaged the
richest. Their earnings may have dropped after
tax, but their incomes still increased faster all
other deciles. As the upper deciles continue to
enjoy the most rapid advances in incomes, the
income gap widens in Quebec.
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CHAPTER 9

Changes In Working Time
For Families With Children

Common sense leads us to believe that you sim-
ply need to “work more to earn more”. Increas-
ing the hours and weeks worked would enable
everyone to improve their lot. That mantra has
been repeatedly used during the 2000s, both by
special interest groups and various governments.

The next few pages will enable us to analyze
the correlation between earnings and extra weeks
worked for families with children between 1976
and 2006 to confirm whether working more
closes the income gap.

Between 1976 and 2006, the number of weeks
worked?* annually by families with children in
Quebec increased considerably. The average
number of weeks reached its highest level in
2001 with a mean of 89.2 weeks worked annu-
ally per family.

To better show the increase in number of
weeks worked, we added a trend line to Figure
9.1. It indicates a steady rise in the number of
weeks worked up to 2003, after which a decline
starts. However, in 2006, the number of weeks
that families worked annually experienced an-
other rise and reached 88.7 weeks, which is an
additional 14.2 more weeks of paid work per
family with children, on average, than in 1976.

Even though most families raising children
increased the average number of weeks worked,
it is the lower and middle deciles that show the
greatest increase. In fact, the increase in weeks
worked for the poorest 30% of families in 2003—
2006 (11.0%) was nearly double that of the rich-
est 30% of families (5.8%). For the families in
the middle four deciles, the increase in working
time is even greater. The increase in additional
weeks worked (16.5%) was nearly triple that of
families in the upper deciles. Note that the low
increase in the upper deciles is due primarily to
the trends in the richest decile, which decreased
its number of work weeks. In 2003-2006, the
richest families worked nearly 6% fewer weeks
than their counterparts in 1976-1979. Recall that
their earnings underwent the opposite trend, in-
creasing at a more significant rate than the rest
of Quebec families. In view of this data, families
belonging to decile 10 appear ultra-privileged,
working less while their earnings increased sub-
stantially, by 24%%.

Between 1976—-1979 and 2003—2006, a com-
parison of average weeks worked and earnings
shows that the increase in weeks worked did not
result in an equivalent increase in earnings. On
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FIGURE 9.1 Average Weeks Worked Annually By Quebec Families According to Statistics Canada
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TABLE 9.1 Difference in Weeks Worked Between the Periods 1976-1979 and 2003-2006

Deciles Number of Additional Weeks % Increase
0 ————— . ————
Middle 15.4 16.5
Upper 6.5 5.8
Decile 10 -6.5 -5.7

average, Quebec families with children worked In 1997, Quebec families with children worked

11.8 weeks more over the period 2003—2006 than  an average of 2,710 hours per year. Ten years later,
the period 1976-1979, an increase of 15.7%. On  in 2006, the average hours worked by Quebec fami-
average, they earned only $7,184 more, 12.5%. liesrose to 3,031 hours. Quebec families therefore
Proportionately, the increase in their work time  worked an average of 321 hours more per year in
is much less than that of their earnings. 2006 than in 1997, an increase in working time
of 12%, or the equivalent of eight weeks of full-
time work on average. Between 1997 and 2001,
9.1 Number of hours ) o
they experienced a steady rise in work hours, to
We will now look at the impact of the increased  a peak of 3,164 annual work hours, the highest
number of hours worked on the median earn-  in 10 years®. Let us now look at the distribution
ings of families. This will be one way to analyze  of that increase across the deciles.
the change in the labour market over 10 yearss®. The difference in earnings is not directly con-
Figure 9.2 demonstrates the change in the  nected to the number of hours families worked,
average number of hours worked per family in  as Figure 9.3 indicates. The graphs for deciles 5—6
Quebec between 1997 and 2006. and deciles 8—10 crisscross throughout the dec-
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FIGURE 9.2 Average Hours Worked Annually By Quebec Families
With Children According to Statistics Canada Between 1997 and 2006
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FIGURE 9.3 Average Hours Worked Annually By Quebec Families With Children,
Per Decile, According to Statistics Canada Between 1997 and 2006
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ade, which indicates great similarity in the av-  enced the greatest increase in hours worked,
erage annual number of hours worked by these ~ while families in deciles 7, 9 and 10 worked rela-
groups, despite important differences in incomes.  tively stable hours. We also note that the average
Families in decile 2 and deciles 4 and 5 experi-  of extra hours worked in 2006 is over 500 hours
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TABLE 9.2 Difference Between the Average Number of Hours Worked and Average Monthly Earnings
For Families With Children in Deciles 2 to 103® Between 1997 and 2006

Decile

O 00 N O UVl A W N

R
o

Average

38

Difference between 1997 and 2006...

..in average
extra hours (%)

..in average extra

..in average extra

monthly hours monthly dollars (2006 $)

(519) for deciles 1 to 5, which is more than four
times the average of the other deciles (6 to 10),
who only worked an additional 122 hours. The
families in the lowest deciles are working much
more than 10 years ago, without an equivalent
increase in earnings. For the most well-off fam-
ilies, the low increase in hours worked is com-
pensated by significant additional earnings. This
dynamic creates an imbalance between time
worked and income received, which we look at
in greater detail in Table 9.2.

Looking at the number of hours worked in 10-
year intervals, compared with average earnings
at the start and end of the same period, reveals
that, on average, Quebec families worked more
hours for more earnings. They increased their
work hours by nearlynearly one sixth (16.4%) for
an average increase in earnings of slightly more
than $1,100 per month. Note, however, that the
gains are primarily in decile 10, which inflates
that average.

The work/earnings relationship in Quebec is
not consistent from one decile to the next. The
proportion of increased earnings changes with
additional hours worked. While deciles 8—10
slightly increased their working time over the past

8 781
11 664
35 560
36 532
13 586

6 595
12 886

1 1,277
19 4,043
24 1,103

10 years, their family earnings increased more
significantly than their working time. However,
the increase in hours worked proved to be much
less profitable for the rest of Quebec families. For
example, families in the middle deciles worked
many more hours per month for a less signifi-
cant average increase in earnings than those of
the upper and lower deciles. It was deciles 2 and
3 that increased their monthly work time the
most, which provided them with a substantial
increase in earnings®, but which remained below
the growth rate of incomes in the upper deciles.
As noted in Table 9.2, the jobs that had the
greatest increase in average earnings by additional
hours worked were those held by families in the
upper deciles. For many Quebec families, an in-
crease in hours worked is needed to maintain a
stable standard of living. However, it also shows
us that increases in the number of hours worked
is not commensurate with increased earnings.

The “working poor”

When looking at the historical change in the in-
come gap between the richest and the poorest,
we see the gap grows during times of recession.
Since the poorest families often work in less
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stable jobs, they more readily bear the brunt of
economic crises and see their earnings drop or
disappear, while families in the higher deciles
maintain relatively stable earnings in tough eco-
nomic times*’. During economic upswings, the
drop in the unemployment rate helps reduce the
gap and create more jobs. This explains why ac-
cess to employment is traditionally a promise of
greater equality between the rich and the poor.

However, the picture changed starting in the
late-1990s. The economic recovery enabled less
well-off families to increase their income, but it
particularly benefitted the 10% richest families.
The least well-off families did not experience the
usual benefits of an economic recovery, whereas
families in the richest decile enjoyed a steady
improvement in earnings (see Figure 6.3). The
upper deciles steadily increased their earnings,
regardless of the economic cycle. That change
created more pronounced and lasting inequal-
ity, since the rest of the population felt the eco-
nomic fluctuations.

Given that the minimum wage increased more
slowly than the cost of living, every hour worked
ended up, in terms of remuneration, with a lesser
value than in 1976. The result is the appearance
of a category of individuals who, despite having
full-time work, dropped below the low-income
measure. These are the “working poor”.

The low-income measure® is an internation-
al tool for comparing poverty levels, equating
to 50% of the median family income “adjusted”
based on number of family members.

In 2006, 5% of the people holding a full-time
job in Quebec were earning less than the low-
income measure, after tax*. One-sixth (15%) of
people working part-time and one-seventh (14%)
of those who had a full-time and part-time job
in 2006 were included in the low-income meas-
ure*>. Many families need multiple jobs to avoid
financial insecurity. According to Hunger Count
2006% by Food Banks Canada**, 13.4% of the in-
dividuals relying on food banks had a job that
year, which is an increase of nearly 12.6 % over

2005. Although the percentage of people hold-
ing jobs who were among the users of food banks
in Quebec was not available in 2006, we know
that, one year later, that rate was 12.6%. Even so,
the low-income measure has limitations in as-
sessing poverty. In fact, it does not take into ac-
count each family’s consumption needs or the
economic region in which they live. However,
there is another way to measure poverty: the
low-income cut-off*. It is “an income threshold
below which a family will likely devote a larger
share of its income on the necessities of food,
shelter and clothing than the average family™.
This threshold is also differentiated by geographic
area of residence.

According to the Institut de la Statistique
du Québec, in 2006, 12.7% of Quebec’s popula-
tion was below the after-tax low-income cut-off,
more than half of whom (7.2%) were families in
which the head of household was 65-years-old
or less*®. With respect to single-parent families
headed by a female in Quebec, 24.2% fell below
the after-tax low-income cut-off in 2006*. Un-
like the previous figures, these percentages do
not distinguish between the type of work of the
individuals assessed (full-time, part-time, both
or none). Even though we do not have access to
that information, we suspect that the working
poor percentages would be higher if we were to
assess them based on the low-income cut-off
rather than the low-income measure. In 2006,
the low-income cut-off used by Statistics Canada
wwas $27,769 for a family of three *, $33,716 for
family of four and $38,24.0 for a family of five*.
Referring to the data in section 4, it can be de-
duced that the families of four in deciles 1 to 4
often live below the poverty line.

Even with employment income, many fami-
lies must live below one of the poverty thresh-
olds. In other words, amount of time devoted
to work is not an indicator of adequate income.

WHO IS GETTING RICHER, WHO IS GETTING POORER: QUEBEC 1976-2006

39



40

CHAPTER 10

Change In the Economic Class
Distribution Of Families

In this section, we look at the change in the
distribution of Quebec families since 1980. Ac-
cording to the mainstream promise of prosper-
ity, a growing economy should raise the living
standards of the general population. Over time
we should see some movement from the lower
part of the income spectrum to the middle and
upper end of the distribution. Put another way,
economic growth should lead to fewer families
in the poorest income categories.

To analyze changes in the distribution of
families between economic classes over time®,
we set the definitions of decile in 1980 as the base
year, and we held those decile values constant
over time . In other words, from 1976 to 2006,
we tracked what proportion of families fell into
the lower, middle and upper economic classes
defined by 1980 income deciles. s

In 1980, the middle 40% of families raising
children in Québec earned between $35,600 and
$68,800; 30% of the population earned less, and
30% earned more. In after-tax terms, the middle
40% had incomes between $38,000 and $67,600
(all figures provided in constant 2006 dollars).

In this analysis, we see the importance of the
low-, middle- and upper-income groups change

over time — not by the income amounts that
define them, but by the number of families in
them. To define those groups, we duplicate the
classification used above: the lower earnings
(or after-tax income) group is based on deciles
1to 3, the middle earnings (or after-tax income)
group is based on deciles 4 to 7 and the upper
earnings (or after-tax income) group is based
on deciles 8 to 10.

It is important to note that these figures are
not measures of inequality, but rather a way of
determining how income distribution by the
market or by the government affects the eco-
nomic progress of families raising children in
Québec. Let’s take alook, first by examining the
change in earnings.

10.1 Earnings

Figure 10.1 helps determine that a change in the
widely understood model of western society,
founded on a stable and sizeable middle class,
has occurred over the past 30 years®. Quebec
is witnessing polarization of family earnings,
with a reduction in the middle group of deciles
and growth in the upper and lower groups. The
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FIGURE 10.1 Distribution of the Population By 1980 Earnings Deciles
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middle group had increasingly fewer families  at roughly 33%. By 2006, even though the situa-
and today is the smallest of the three groups. tion was less economically difficult than in the
As the recession wore on in the 1990s, the mid-  1990s, the lowest-earning category held a larger
dle income group shrank from 35% to 28% of  proportion of today’s families raising children
the population of families raising children®.  thanin 1976. In fact, during the late-1970s there
By 2006, after a decade of sustained economic  were fewer families in the lowest earning group
growth, this middle income group, which repre-  than at any other time over the past 30 years.
sented 40% of all families in 1980, accounted for ~ Also in the late-1970s, the number of families
only 32% of all Quebec families, which is exact-  in the middle group exceeded 40%. That situa-
ly the same percentage as the lower group. The tion persisted through the 1981-1982 crisis, but
decline in the number of families in the middle  changed after 1984.
income group happened fairly steadily over the Between 1976 and 1983, the percentage of up-
30-year time frame. per-earnings families dropped and then started
The number of Quebec’s lower income fami-  climbing again until 1990, when they made up
lies, based on the 1980 deciles, also varied con-  35% of families. Since 2000, they have made up
siderably from 1976 to 2006. Its percentage in-  the plurality of families in Quebec, with a per-
creased until 1984 and then decreased over centage varying between 34% and 37%.
several years as the economy improved. In 1989, Interestingly, when the percentage of fami-
it accounted for less than 30% of the population.  lies increased in the upper group, it dropped in
For most of the 1990s, the poorest group grewto  the lower group, and vice versa. However, despite
become the most populated of the three groups.  good times or bad, the size of the middle income
Despite another period of economic growth af-  group shrank, regardless of the size of the other
ter the mid-1990s, the percentage of families  groups. As a result, earnings of families raising
falling into this poorest group remained stable,
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FIGURE 10.2 Difference in Population Distribution Based on the 1980
Earnings Deciles Between 1976-1979 and 2003-2006
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children in Québec are more polarized today
than a generation ago.

Figure 10.2 shows even more clearly the change
in the makeup of the population in terms of earn-
ings distribution. In the late-1970s, the group con-
sisting of families whose earnings fell into the
bounds of the middle 40% in 1980 was the larg-
est group in Québec society, with 42% of fami-
lies. The group of families with the lowest earn-
ings was the smallest group in the late-1970s, at
27% of families. Almost 30 years later, the mid-
dle class had shrunk dramatically, and both the
richer and poorer income groups were larger
than they had been a generation ago. Where-
as the “middle” made up 40% of the families in
1980, the middle-earnings group accounted for
less than a third of society in the most recent pe-
riod, making it not only the smallest group, but
also the only income class to have undergone a
sharp drop in size (11% since 1976).

This means that the scenario referred to at
the start of the section is far from the reality
presented by this graph. Economic growth is not

2003-2006

Difference

enough to ensure general economic progress.
When income distribution is left to market forces
alone, growth is limited to the deciles making up
the wealthiest group. While there are increas-
ingly more rich people, there are also increas-
ingly more poor people, and the middle class is
shrinking considerably. At least in this era, eco-
nomic growth has led to increased polarization
between the rich and the poor.

10.2 After-tax income

To complete this study on the re-arranging of
families within the economic classes in Quebec,
we carried out the same decile exercise as above
using after-tax income. We wanted to determine
whether the taxation system and government
transfers lead to a better distribution of income
among Quebec families raising children. As
previously stated, an improved redistribution
dynamic would lead to a reduction of the size
of the lower income group, stability or growth
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FIGURE 10.3 Population Distribution Based on the 1980 After-Tax Income Deciles
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in the middle income group and an increase in
the upper income group.

The group consisting of families with mid-
dle incomes based on the 1980 deciles remained
stable for several years, but declined drastically
starting in 1994 (an almost 10% loss over 3 years).
It then climbed again and stabilized around 35%
of families. As for the families in the lower in-
come group, its percentage started to increase
in 1989, then dropped after peaking in 1997. It
has been falling steadily since then and was the
smallest group (24%) in 2006, after dropping
over 15% in less than 10 years. The sudden rise
in 1997 of the size of the lower group is offset by
an equally rapid decrease in the middle group.
The size of the upper group underwent a slow,
yet steady rise starting in 1997, increasing by
16% in 9 years.

Once again, this demonstrates the importance
of government involvement in income redistri-
bution. Between 1976 and 1996, a 20-year peri-
od, the middle group remained relatively stable,
representing about 40% of the population. The
number of families falling into the lower and up-

1988

1990 1992 1994 1996 1998 2000 2002

per groups, though, was especially affected by
the recessions. In 1995, a new picture of Quebec
families raising children emerged. The percent-
age of families in the middle group decreased
considerably, whereas the percentage of families
belonging to the lower group peaked at 41% in
1997, and the percentage of families belonging to
the upper group starting climbing slowly. These
changes resulted in a significant re-arrangement
of the importance of income classes, with the mid-
dle class declining in importance and the upper
class gaining in size. In 2006, the percentage of
families in the upper group as defined by 1980
standards was the largest (42%), the families in
the lower group made up only 24% of Quebec
families, and the middle group accounted for
33% of families.

Over the course of the past 30 years, the eco-
nomic makeup of Quebec families has changed
greatly in terms of income, based on the norms
of a previous generation. The podium diagram, in
which the middle class is dominant, has changed
to a staircase diagram, in which the upper class is
dominant. The lower and middle deciles shrank
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FIGURE 10.4 Differences in Population Distribution Based on the 1980
Income Deciles Between 1976-1979 and 2003-2006
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in favour of the upper deciles. Recall that we
are working with 1980 constant deciles. As we
saw in previous sections, the incomes in all the
deciles increased as a result of government trans-
fers. Figure 10.4 is partly explained by the gov-
ernment redistribution, which helped increase
the incomes of all families, regardless of decile.

While the lower and upper deciles grew, at
the expense of the middle deciles, based on the
1980 earnings measure, we see the lower deciles
shrank and there is a less pronounced reduction
of the middle deciles when considering after-tax
incomes. The obvious question that is raised is,
given market dynamics, how much more can
governments do to stabilize the erosion of the
middle class and deterioration of the economic
strength of the lower classes?

The slight reduction in the number of fami-
lies in the lower income group after a genera-
tion needs some context: the lower deciles now
work more weeks in a year than they did in the
late-1970s, as noted in section 9. However, the
additional weeks of work were not enough to lift

2003-2006

Difference

these families out of the lowest-income group.
Recall as well that this apparent stability in the
size of the lower-income group, compared to
the late-1970s, occurred several years after a sig-
nificant rise in the percentage of families who
found themselves in the lower-income group
because of recessionary conditions (see Figure
10.3). Compared to 30 years ago, the increase in
hours worked apparently resulted in an almost
negligible result in terms of improved earnings.
However, there has been a substantial increase
in the number of families in the highest income
group. Without question, some people have in-
deed benefited from economic growth.

It is important to understand that this sec-
tion in no way contradicts our previous findings.
As we saw, the incomes of all deciles increased,
either slightly or significantly. Each fluctuation
can lead to a change in the groups defined by
the 1980 deciles. We see an increase in collec-
tive prosperity, but without that prosperity being
distributed equally. The gaps simply continued
to grow, as we saw in preceding sections.
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That said, the differences between the distri-
bution of families based on 1980 earnings and
the actual distribution based on 1980 incomes
once again reveals the danger of leaving income
distribution to the market. Without government
intervention, the percentage of families making
up the lower income group would have increased

rather than remain roughly the same as a genera-
tion ago. The middle income group also shrinks
much less than if just earnings are considered.
Government mechanisms therefore offset ine-
qualities, without reducing them, by redistrib-
uting the numbers in the upper group towards
the middle and lower groups.
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CHAPTER 11

Conclusion

Between 1976 and 2006, Quebec’s economy (GDP)
increased by over 71%. However, we did not see
general improvement in the economic prosper-
ity of Quebec’s families raising children, nor did
we see a proportional improvement in the lot of
the poorest. On the contrary, all the indicators
in this study document an even more unequal
distribution of income than in the past. In fact,
the Gini co-efficient, which quantifies income
inequality, noticeably increased over the past 30
years, rising from 0.325 in 1976 to 0.347 in 2006
in terms of after-tax incomes of all households
in Quebec. Among families raising children, the
ratio between the average after-tax income of
Quebec’s richest families (decile 10) and poor-
est (deciles 1 to 3) also changed a great deal over
the past 30 years. From 1978 to 1997, the ratio in-
creased 26%, rising from 405% to 509%. Despite
a decade of growth, this ratio remained stable
until 2006, with the average income of the top
decile amounting to roughly 500% of that of the
first three deciles.

Moreover, the share of total earnings became
more concentrated in the hands of the most well-
off, at the expense of the rest of the population.
Between the periods 1976-1979 and 2003-2006,

the share of total earnings flowing to the rich-
est 30% of families rose from 53% to 59%, while
the share claimed by the poorest 30% of fami-
lies dropped from 10% to 7%. This distribution,
increasingly concentrated towards the richest
families, demonstrates increasing economic
polarization.

Over the course of a generation, while the
earnings of the richest families increased sig-
nificantly, the poorest families saw theirs de-
cline considerably even though their working
time increased.

In fact, all the deciles saw their working time
increase. On average, this increase amounted to
an extra 321 hours worked per year between 1996
and 2006 among families raising children in
Quebec — the equivalent of an extra eight weeks
of full-time work. As the rate of unemployment
dropped, from 11.9% in 1996 to 8% in 2006, fami-
lies in the lower and middle deciles substantially
increased the number of weeks they worked in
comparison to similar families in the late-1970s.
Nonetheless, the earnings of today’s cohort of
workers in these lower income deciles are less
than that of their counterparts in the 1970s, de-
spite an increase in working time. Looking at
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FIGURE 11.1 Difference Between Average Earnings and Annual Weeks Worked, From 1976-1979 to 2003-20065
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incomes after transfers and taxes, the situation
is improved for the majority of families, but still
far from reflecting the increased working time.
In contrast, the families in the upper deciles saw
an important increase in earnings in 2006 (32%),
while their number of working hours rose only
slightly (6.1%) over the same period. Therefore,
we cannot establish a proportional correlation
between the increase in hours worked and fami-
lies’ increased earnings.

Figure 11.1 shows the relative increases in
work-time and earnings for different deciles from
the late 1970s to the most recent period available,
the mid 2000s. For families in the bottom half of
the earnings distribution — with the exception
of the poorest decile which had no data for earn-
ings in the late 1970s — increases in working time
were accompanied by reductions in earnings.s*

Over a 30 year period, families who were in
deciles 2 to 5 increased their average annual weeks
worked by 12.8%, but their earnings fell by 10%
over that period. Families in deciles 6 to 9 also
worked more —an average of 15.5% more weeks
worked by the early 2000s, which translated to

Deciles6to 9

a modest increase in earnings of 6.4% over the
course of 30 years. The richest 10% of families
today are earning 24% more than the richest
10% of families did in the late 1970s, but they are
working 5.7% less than their counterparts from
a generation ago. Left to itself, the market does
not guarantee wide-spread growth in incomes.
Rather, it is more likely to concentrate incomes
in the hands of the richest 10%.

The impact of government intervention is cru-
cial. The gap in market earnings is reduced when
we incorporate the effect of government trans-
fers and taxes on income. Although the govern-
ment limited the increase in income inequality,
its actions were not enough to reverse or simply
curb that increase. Over the course of 30 years,
the increase in the after-tax income of families
in the lower deciles (2 to 5) was only half that of
families in the richest decile. As a result, the gap
between the rich and the poor has widened, even
after taxes and government transfers. Moreover,
all families in the first decile remain below the
low income cut-off, as do many families raising
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children in the second and third deciles if fam-
ily size is considered.

The government’s role is not just to redistrib-
ute income and repair a posteriori the injustices
caused by the market, but also to ensure a degree
of control over the latter to promote the equal
treatment of everyone. In Quebec, minimum
wage, guarantees around access to unionization,
the educational system and pay equity are other
examples of what the government can do. For
over 30 years, these measures have helped make
earned incomes fairer for Quebeckers and give
them access to a basic living standard regardless
of income or earnings. However, the Quebec gov-
ernment’s more recent laissez-faire approach to
public policy has benefitted the top decile at the
expense of the middle and lower deciles.

The current economic situation and the gov-
ernment’s response to the impacts of the recession
are part of that approach. The increase in fees
and taxes, cuts in services, and the focus on the
recovery of the financial sector are all measures
that increase the pressure on those at the bottom
of the income spectrum while maintaining a level
of enrichment deemed suitable for those in the
upper deciles. As we saw in this study, families

have forestalled deepening poverty through ad-
ditional hours of work or with the assistance of
greater redistribution through government. Cur-
rent economic conditions continue to increase
the pressure on the poorest families. Regardless
of how much more they work, it is hard for them
to pull themselves out of poverty, and budgetary
deficits may accelerate service cuts, which will
disproportionately hurt lower income citizens.s

The growth in the gap between the richest
and the poorest families that emerged in the
wake of the slowdown of the 1990s was never
entirely eliminated. Quebec’s public policies of
the last 30 years have helped limit the impacts
of the current global economic crisis, but it is
still having an impact here, and the next crisis is
likely to have even greater impact if concrete ef-
forts are not made to reduce the income gap be-
tween families. The poorest members of society
already feel the effects of crises with increasing
frequency and over increasingly longer periods
of time. This is why initiatives are required now
in order to prevent the ranks of the working poor
from growing, and to counter the forces that ac-
celerate the precariousness of the middle class.
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Glossary

GINI COEFFICIENT: A measure of inequality
in the distribution of incomes before or after tax-
es and transfers within a society. The coefficient
varies between o and 1, where o means that every
citizen has the same income and 1 means that
a single individual has all of the nation’s wealth
while the rest have none. It is more realistic to
calculate the Gini coefficient for after-tax income
since it takes into account all of a household’s
money available for purchases. It is generally
accepted that the developed countries tend to
have a Gini coefficient between 0.240 and 0.360.

DECILE: Sub-groups of the population that con-
sist of the same number of individuals. In this
case, after families are ranked in increasing or-
der by earnings, income, or income after taxes
and transfers, they are divided into ten equal
groups, each representing one decile. Thus, the
first decile includes the 10% of the population
with the least money at its disposal, while the last
decile consists of the 10% with the most money.

LOWER DECILES: Grouping of deciles 1 to
3, therefore 30% of the population. The fami-
lies making up these deciles are those whose

amounts (earnings, income, income after taxes
and transfers) are the smallest. For the purposes
of this study, we associate them with the “least
affluent” part of the population.

MIDDLE DECILES: Grouping of deciles 4 to
7, therefore 40% of the population. The families
making up these deciles are those whose amounts
(earnings, income, income after taxes and trans-
fers) are in the middle of the population. For the
purposes of this study, we associate them with
the “middle class”.

UPPER DECILES: Grouping of deciles 8 to
10, therefore 30% of the population. The fami-
lies making up these deciles are those whose
amounts (earnings, income, income after taxes
and transfers) are the highest among the popu-
lation. For the purposes of this study, we asso-
ciate them with the “most affluent”.

CONSTANT DOLLARS: theoretical money
that is intended to cancel out the effects of in-
flation (and/or deflation) over several compari-
son years, enabling us to more accurately assess
the impacts on families’ purchasing power over
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time. It is calculated by converting the value of
one year’s dollars into the dollars of a reference
year, which removes the effects of inflation. In
the context of this study, constant dollars are
2006 dollars.

WEALTH GAP: For the purposes of this study,
the wealth gap is measured by the difference be-
tween the median amounts (earnings, income,
income after taxes and transfers) of the tenth
decile and the first decile.

FAMILY: “refers to a group of two or more persons
who live in the same dwelling and are related to
each other by blood, marriage, common-law or
adoption™®. In the context of this study, to build
our basic economic unit, we added further vari-
ables to focus our attention solely on economic
families with at least one child age 18 or older and
where the head of the household is below age 65.

EARNINGS: Salary obtained before tax deduc-
tions and premiums for the various government
programs. Thus, it is amounts received through
work. They may be negative in the case of invest-
ment losses or even self-employment carried out
at a loss. For the sake of thoroughness, they are
taken into account in our study. We have quan-
tified these earnings at zero so as not to lower
the averages and medians.

INFLATION: Reduction in purchasing power
due to the drop in the value of money over time.
It is usually shown through the buying power
index (BPI).

TREND LINE: Line on a graph that makes it
possible to mitigate the fluctuations of a curve
affected by extremes.

MEDIAN: A central measure that gives the mid-
point of a group, in other words the specific point
at which 50% of the group is smaller and 50% is
larger. The number obtained by calculating the

median is a clear piece of data that eliminates
the extremes of each group. The median is the
value located at the very centre of each group.
We use this statistic for mathematical clarity
and because it helps with seeing trends over
long periods.

LOW INCOME MEASURE (LIM): The low
income measure is a measure that is calculat-
ed using a family’s median income based on
the number and type (adult, child) of members
making up the family. When someone is below
the low income measure, it means that he/she
has an income lower than 50% of the incomes
of similar families.

AVERAGE: One of the most widely known cen-
tral measures, but it can be misleading, especially
when it is calculated for a population that has
extreme minimums and maximums. As such, it
does not faithfully represent the situation of all
Quebec families.

FULL EMPLOYMENT: Situation where a pop-
ulation has only a so-called “functional” unem-
ployment rate. In other words, short-term un-
employment reflecting the transition between
two jobs. Thus, it is a situation where almost the
entire labour force is working. This unemploy-
ment rate is assessed at 4% in Quebec.

GROSS DOMESTIC PRODUCT (GDP): Amount
of the production of goods and services within
anation during a given period. When it is nega-
tive, the economy goes into a recession. It some-
times happens that the increase in Gpp drops,
without becoming negative. The economy is
then in a slow-down. GpP does not allow for
any distinction in wealth creation methods. For
a somewhat silly example, a person who digs a
hole with a mechanical crane and then fills it up
again would cause the GDP to rise due to his/
her economic activity.
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INCOME: Money available for a family’s pur-
chase choices. In other words, it is a family’s to-
tal purchasing power.

AFTER-TAX INCOME: Income after provin-
cial and federal taxes are taken off and provin-
cial and federal transfers are submitted. In oth-
er words, it is the total money available for the
family’s purchase choices. In this study, we will
focus on earnings (money available not counting
State support or individuals’ contribution to the
State) and on after-tax income (money available
taking into account State support and individu-
als’ contributions to the State).

LOW-INCOME CUT-OFF (LICO): A measure
of poverty calculated based on the number of in-
dividuals in the household (from 1 to more than
7) and the type of place of residence (from rural
area to large urban area). Thus, an individual
below the low-income cut-off is below the mini-
mum standard of living calculated by Statistics
Canada for a similar family.

WORKING POOR: Category of people who, de-
spite having stable full- or part-time employment,
have an income below the low-income measure.
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the lowest threshold, we are talking about an income
of $17,807. In a city of over 300,000 inhabitants, the

low-income cut-off is $20,778 instead.

31 Note that it was in 1998 that the rise in after-tax
income began for most families, which coincides with
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Annex

Earnings Revenus

Data for periods 1976-1979 2003-2006 1976-1979 2003-2006
Decilez 3,258 2870 15,551 19,054
Decile 2 20,976 16,730 28,392 30,864
Decile 3 33,473 28,088 36,333 37,975
Decile 4 42,094 38,008 42,068 44,275
Decile 5 49,390 48,665 47,377 50,714
Decile 6 56,539 59,096 52,051 58,110
Decile 7 65,165 70,979 59,590 66,083
Decile 8 75,741 86,773 68,286 76,049
Decile 9 91,236 108,593 80,055 90,005
Decile 10 136,550 186,462 115,397 139,764
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Earnings 1976 1977 1978 1979 1980 1981 1982 1983

Dec||e1 5,333 2,445 2035 3’169 1’126 1’969 458 224 .. o -
Decile 2 23,120 19,049 19,540 22,195 16,971 19,679 13,154 13,133 10,367 13,273 14,482
Decile 3 34,538 32,436 33,063 33,855 30,694 31,435 26,846 26,241 25,204 28,045 28,782
Decile 4 42,885 41,331 42,725 41,434 40,322 39,839 36,619 36,032 35,290 37,558 38,122
Decile 5 49,845 48,889 49,570 49,255 48,853 46,816 44,503 43,598 44,594 46,381 47,044
Decile 6 56,936 55,597 57,176 56,447 56,183 54,653 52,061 50,784 53,031 54,426 55,448
Decile 7 65,458 63,522 66,119 65,562 63,988 63,115 60,780 58,338 61,570 63,334 64,658
Decile 8 76,601 73,956 76,384 76,023 74,615 73,221 71,135 69,853 72,067 73,671 75,099
Decile 9 94,779 89,856 89,358 90,951 90,287 87,060 85,081 84,482 86,410 89,339 89,089
Decile 10 150,147 131,686 130,760 133,607 130,080 123,597 122,330 126,062 129,204 125,140 126,863
Earnings 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997
Dec||e1 264 925 27461 920 95 8 O O 4 o o 55
Decile 2 14,080 16,350 18,541 14,232 10,467 9,504 5,905 8,917 8,824 7,013 7,910
Decile 3 29,657 30,032 31,746 27,677 24,097 23,638 20,725 23,694 23,472 22,117 21,139
Decile 4 40,182 40,294 41,197 37725 34,638 34,804 32,354 34,956 34,193 32,288 32,089
Decile 5 48,872 48,927 49,475 47,913 43,761 44,330 42,563 44,783 43,428 42,615 43,000
Decile 6 57,319 57,805 57,158 57,520 53,501 54,480 51,996 53,682 52,141 53,264 53,085
Decile 7 66,607 66,827 65,688 67,782 62,526 64,847 62,264 63,411 62,467 62,937 65,134
Decile 8 76712 78347 77008 79,294 73,647 77411 75039 75237 74,263 74,144 76,997
Decile 9 92,854 93,979 93,469 94,975 89,174 93,131 90,741 91,175 91,432 92,146 95,869
Decile 10 138,838 136,510 147,971 133,884 136,588 134,659 130,190 139,877 145,928 137,336 144,966
Earnings 1998 1999 2000 2001 2002 2003 2004 2005 2006

Dec||e1 16 527 767 939 1052 1923 3521 2504 3532 [T
Decile 2 10,179 11,518 12,531 13,444 13,189 16,243 17,872 15,528 17,277

Decile 3 22,893 25,347 26,402 25,620 24,821 27,385 27,962 27,902 29,102

Decile 4 33,819 36,525 37734 37272 36357 37685 37,865 37,673 38,808

Decile 5 45,457 47,631 48,194 47,594 46,486 47799 = 49,106 48,377 49,378

Decile 6 56,652 57,247 58,529 57,986 56,223 58,001 58,827 59,434 60,122

Decile 7 68,547 66,819 70,184 70,064 67,803 70,199 70,328 71,116 72,273

Decile 8 80,706 79,965 84,682 85,757 85,100 85,621 87,321 86,517 87,633

Decile 9 100,912 99,231 103,912 106,106 108,156 107,119 108,669 107393 111,193

Decile 10 150,960 156,544 155,900 162,444 176,789 175,534 193,067 183,771 193,477

Deciles 1976-1979 2003-2006
.Ii‘éales -3 19236 15,896
Deciles 4-7 53,297 54,187
Deciles 8-10 101,176 127,276
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Income

after tax 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986
Dec||e1 [ 16902 14210 15817 15275 14653 14672 13809 14507 13906 14033 14680
Decile 2 29,330 27,150 28,936 28,154 25,952 27,716 25,113 25,035 23,488 24,696 25,851
Decile 3 36,567 35662 37234 35871 35824 35425 33,171 33,501 31,760 33,239 34,185
Decile 4 41,765 41,826 43,113 41,568 41,707 40,933 39,896 39,277 39,132 40,118 40,236
Decile 5 46,969 47,432 48,467 46,640 47991 46,232 45592 44,076 45,259 45741 45177
Decile 6 52,890 52,508 54,038 52,367 52,897 51,753 50,767 48,854 50,706 51,397 51,322
Decile 7 60,039 58873 60,148 59,299 59,037 56,923 56,319 54,089 56,416 57,387 58,120
Decile 8 69,199 68,093 68,366 67,486 66,433 64,017 64,163 61,597 63,980 64,617 65,704
Decile 9 82,446 79,912 79336 78525 76,251 75489 74,784 73,553 74,488 75631 75372
Decile 10 125,073 113,387 110,684 112,443 106,087 106,229 100,982 101,172 103,734 104,477 104,398
Income

after tax 1987 1993 1994 1995 1996 1997
Dec||61 e 13917 13624 14522 14693 14759 14448
Decile 2 24,989 27,116 28,043 25,859 24,128 24,577 22,646 23,690 23,585 23,353 22,352
Decile 3 33,602 35,089 36,898 34,174 32,700 33,324 30,929 32,294 32,510 30,630 29,860
Decile 4 39.922 41,729 42,553 40,453 38,809 39,838 37713 38640 38,018 36,639 35610
Decile 5 45,514 46,831 47,259 46,027 44,046 45729 42,909 44,603 43,192 43,170 41,966
Decile 6 51,123 52,040 52,120 51,542 49,451 50,690 48,299 49,495 49,121 49,210 49,348
Decile 7 57,303 58,254 57694 58,273 55844 57,358 54,998 55168 55479 55866 56,636
Decile 8 65,402 65,443 65,312 65,560 63,307 64,839 62,637 62,349 62,394 63,578 65,195
Decile 9 77389 75698 75711 76,248 72,990 75,425 72,235 72,555 72,719 74,626 76,067
Decile 10 114,482 106,411 112,086 102,843 105,625 102,412 96,686 102,049 108,037 109,088 113,138
Income

after tax 1998 1999 2000 2001 2002 2003 2004 2005 2006

Dec||e1 [ 15725 15408 14934 16989 16848 17614 18907 18315 21382
Decile 2 25,110 25,884 26,015 27,325 27,935 29,221 30,561 30,960 32,716

Decile 3 31,242 33,748 33,810 34,818 35404 36,124 37055 38751 39,969

Decile 4 36,869 40,016 40,786 41,415 41,587 42,503 43,396 45,266 45,934

Decile 5 43,438 46,088 47354 48,203 48380 48,495 49,921 51,785 52,657

Decile 6 49,790 52,033 52,966 55555 54,551 56,115 57,279 58,663 60,383

Decile 7 57,991 58,388 59,856 63,032 62,310 63,694 65,203 66,693 68,742

Decile 8 66,178 66,542 70,102 72,494 74,199 74,315 75,786 76,369 77727

Decile 9 77,206 78,493 82,546 86,283 88,601 86,777 90,079 89,840 93,325

Decile 10 111,304 115,733 119,444 124,470 133,286 128,503 142,262 141,487 146,804

Deciles 1976-1979 2003-2006
Béales -z 2675% 29,298
Deciles 4-7 50,496 54,796
Deciles 8-10 87,913 101,940
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